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You have also inquired as to the. method of reflecting the changed fiscal 
year in the financial reports to be filed with this Commission. In this 
connection I may point out that the rules of the Commission do not pre-
scribe the use of any particular fiscal year for the financial state-
ments "required. However, the advantages to be obtained from the adop-
tion of a fiscal-year-end date which coincides with the lowest point in 
the annual cycle of operations are clear and to my Kind have never been 
shown to be outweighed by related disadvantages. Among the more impor-
tant advantages there may be mentioned the probability of obtaining more 
complete and reliable financial statements since at the close of the 
natural business year incomplete transactions, and such items as inven-
tories, would ordinarily be at a minimum. Mention may also be made of 
the fact that the general adoption of the natural business year would 
facilitate the work of public accountants by permitting them to spread 
much of their work throughout the calendar year, and thus aid them in 
rendering the most effective service to their clients. 
"In this connection, I call your attention to Rule X-13A-4 of the 
General Rules and Regulations under the Securities Exchange Act of 1934 
which includes, among other things, the following specific provisions as 
to the character of reports to be filed with the Commission after a 
change in the fiscal year. In the cage of an interim period of less 
than three months no separate report is required. However, in such case, 
the next annual report is to cover the period up to the close of the 
following full fiscal year and is to show separate schedules and profit 
and loss statements for the interim period, as well as for such fiscal 
year. If the interim period is more than three months, a separate re-
port comparable to the annual report is required to be filed. If the 
interim period is less than six months, the financial statements in such 
report need not be certified. However, if the statements are not cer-
tified, the next annual report shall include separate certified financial 
statements covering the interim period. You will also note that if the 
fiscal date is changed it is necessary, under the rule, to notify the 
Commission within ten days thereafter." 
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The S e c u r i t i e s and Exchange Commission t o d a y announced t h e i s s u a n c e o f 
an a d d i t i o n a l r e l e a s e i n i t s a c c o u n t i n g s e r i e s r e l a t i n g t o t h e u se of t h e 
n a t u r a l b u s i n e s s y e a r as a b a s i s fo r c o r p o r a t e r e p o r t i n g . Th i s q u e s t i o n was 
r a i s e d by a r e g i s t r a n t which was c o n s i d e r i n g t h e d e s i r a b i l i t y of chang ing from 
t h e c a l e n d a r - y e a r b a s i s t o t h e f i s c a l - y e a r b a s i s f o r i t s f i n a n c i a l r e p o r t s and 
s o u g h t t o a s c e r t a i n t h e a t t i t u d e o f t h e Commission t o w a r d s t h i s q u e s t i o n . The 
r ep ly* , p r e p a r e d by Wi l l i am W. Wern tz , C h i e f A c c o u n t a n t , f o l l o w s : . 
"You have inqu i red as t o the p o s s i b i l i t y , under the r u l e s admin-
i s t e r e d by the Commission, of changing from the, ca l enda r -yea r ba s i s 
c u r r e n t l y employed t o a f i s c a l - y e a r b a s i s for your f i n a n c i a l s t a t e m e n t s . 
